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A  REPORT  ON  THE  STATUS  OF  BILL  44 
(VENTURE  INVESTMENT  CORPORATIONS) 


A  great  deal  of  interest  within  the  investment  community  and 
among  small  businesses  has  been  demonstrated  in  Bill  44,  The  Venture 
Investment  Corporations  Registration  Act,  1976  since  it  was  introduced 
with  the  1976  Ontario  Budget.  The  Bill  proposes  that  a  registration 
system  be  established  which,  together  with  ancillary  tax  legislation, 
would  provide  an  incentive  and  the  means  for  the  investment  of  risk 
capital  in  small  businesses  in  Ontario.  This  report  is  an  update  on 
the  status  of  the  proposal. 

BACKGROUND 

The  concept  of  Venture  Investment  Corporations  (VICs)  was 
first  proposed  in  the  1974  Ontario  Budget  and  was  derived  from  the  joint 
recommendations  of  a  number  of  private  sector  associations.  References 
in  the  1974  and  1975  Ontario  Budgets  emphasized  that  the  implementation 
of  a  viable  VIC  program  in  Ontario  would  be  dependent  upon  the  cooperation 
of  the  federal  government  concerning  the  tax  treatment  of  VICs,  VIC 
shareholders,  and  VIC  investments.  Since  there  was  no  indication  of 
interest  by  the  federal  government  prior  to  the  1976  Budget,  it  was 
decided  to  introduce  legislation  for  first  reading  only  to  provide  a 
basis  for  discussion  with  federal  officials  and  with  the  private  sector. 

In  the  six  months  since  the  introduction  of  the  Bill,  extensive 
discussions  have  been  held  with  a  number  of  individuals,  company 
representatives,  federal  and  provincial  government  officials  and  private 
sector  associations  concerning  the  proposed  legislation.  A  list  of  these 
representatives  is  attached  as  Appendix  A. 
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In  general,  criticisms  were  directed  at  specific  aspects  of 
the  Bill  and  not  at  the  concept  itself.  Most  agreed  that  the  participation 
or  at  least  the  cooperation  of  the  federal  government  would  be  advantageous , 
if  not  essential,  to  make  the  proposal  viable.  Based  on  discussions  with 
these  groups  and  a  subsequent  review  of  the  proposed  legislation,  a  revised 
draft  of  Bill  44  has  been  prepared  and  is  attached  as  Appendix  B. 

PROPOSED  CHANGES 

A  number  of  minor  changes  are  made  to  clarify  terminology  and  to 
remove  anomalies  in  Bill  44.  The  revised  legislation  also  contains 
important  modifications  to  some  of  the  provisions  and  these  are  described 
below. 

Registration 

Bill  44  provides  that  a  corporation  has  the  right  to  be  registered 
as  a  VIC  if  it  satisfies  the  conditions  of  registration.  This  registration 
as  a  right  will  continue;  however,  a  change  has  been  made  to  allow  the 
Minister  to  suspend  further  registrations  if  the  number  of  VICs  is  sufficient 
to  meet  the  objectives  of  the  legislation  or  where  he  is  of  the  opinion  that 
it  may  be  in  the  public  interest  to  do  so. 

Minimum  Capitalization 

The  minimum  equity  investment  in  a  VIC  is  set  out  in  Bill  44  as 
$100,000  by  the  end  of  its  first  fiscal  year,  $200,000  by  the  end  of  its 
second  fiscal  year,  $350,000  by  the  end  of  its  third  fiscal  year  and 
$500,000  by  the  end  of  its  fourth  fiscal  year.  These  minimums  are  increased 
to  $250,000,  $350,000,  $500,000  and  $750,000  respectively  in  order  to  ensure 
that  a  VIC  has  sufficient  resources  to  support  its  investments. 
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Minimum  Amounts  in  Eligible  Investments 

Bill  44  requires  that  at  all  times  a  VIC  maintain  80  per  cent  or 
more  of  its  assets  in  eligible  investments  (small  businesses).  In 
recognition  of  the  fact  that  such  an  absolute  requirement  is  difficult  to 
satisfy  "at  all  times",  this  rule  is  modified  in  the  revised  legislation 
as  follows: 

A  VIC  must  maintain  in  eligible  investments; 

.  60  per  cent  or  more  of  the  required  equity  investment  prior 
to  the  end  of  its  first  fiscal  year, 

.  80  per  cent  or  more  of  the  required  equity  investment  prior 
to  the  end  of  its  second  fiscal  year, 

.  80  per  cent  or  more  of  the  required  equity  investment  during 
the  third  fiscal  year,  as  measured  by  an  average  of  the 
amounts  invested  in  each  month  of  that  year,  and 

.  80  per  cent  or  more  of  the  required  equity  investment  in  each 
subsequent  fiscal  year  as  measured  by  a  twelve-month  moving 
average . 

Amounts  invested  in  a  VIC  in  excess  of  the  requisite  amounts 
must  be  maintained  at  80  per  cent  or  more  at  all  times. 

The  regulations  prescribing  the  calculation  of  these  amounts 
will  recognize  the  fact  that  funds  received  from  the  sale  of  VIC 
investments  may  require  special  treatment. 

Equity  Limit  in  Small  Business 

Bill  44  provides  that  a  VIC  may  purchase  more  than  49  per  cent 
of  the  equity  shares  of  a  small  business,  if,  but  only  if,  it  undertakes 
to  reduce  its  investment  to  33  per  cent  within  five  years.  The  revised 
legislation  prohibits  a  VIC  from  purchasing  more  than  40  per  cent  of  the 
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equity  shares  under  any  circumstances,  to  ensure  greater  equity  participation 
by  the  other  shareholders  of  the  small  business. 

Divestiture  Requirement 

bill  44  provides  that  when  a  VIC  investment  becomes  ineligible 
(i.e.,  when  a  small  business  ceases  to  qualify  as  a  small  business)  the 
investment  is  deemed  to  remain  eligible  for  a  three-year  period.  The  VIC 
is  required  to  withdraw  its  investment  by  the  end  of  this  period.  These 
provisions  are  changed  as  follows.  First,  the  three-year  period  is  reduced 
to  two  years.  Second,  the  sale  of  the  investment  will  not  be  forced  at  the 
end  of  this  period.  When  the  investment  becomes  ineligible  it  can  be 
maintained  by  the  VIC,  but  only  if  it  falls  within  the  limits  of  the  20 
per  cent  of  VIC  assets  which  can  be  held  in  non-eligible  investments. 

Ontario  Allocation  Test 

Bill  44  requires  that  a  business  allocate  to  Ontario  75  per  cent 
or  more  of  its  income  in  order  to  be  eligible  for  VIC  investment.  The  rules 
for  this  allocation  of  income  are  the  same  as  those  found  in  the  federal 
Income  Tax  Act.  There  are  technical  problems  with  this  requirement  and  due 
to  the  nature  of  the  allocation  rules  the  results  of  their  application  may 
not  be  consistent  with  the  objectives  of  the  Bill.  The  revised  version  of 
the  legislation  introduces  a  more  practical  test  for  the  Ontario  presence 
of  a  business.  The  new  requirements  are  that  an  eligible  small  business 
must  have  90  per  cent  or  more  of  its  assets  in  Ontario  and  90  per  cent  or 
more  of  its  wages  and  salaries  paid  to  residents  of  Ontario. 
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Investment  Restriction 


The  requirement  that  a  VIC  not  invest  more  than  20  per  cent  of 
its  assets  in  a  single  small  business  is  removed  as  an  unnecessary 
restriction. 

Interest  Rate  Ceiling 

Bill  44  restricts  the  interest  rate  charged  by  a  VIC  on  secured 
loans  to  small  businesses  to  no  more  than  four  points  above  the  Bank  rate. 
This  interest  rate  ceiling  is  removed  in  the  revised  legislation  so  that 
the  VIC  and  the  small  business  have  complete  freedom  to  negotiate  interest 
charges  on  debt.  The  proposed  legislation  continues  to  prevent  the  VIC 
from  requiring  personal  guarantees  and  security  on  debt  investment. 

Debt/Equity  Ratio 

Bill  44  requires  that  a  VIC  operate  within  a  three  to  one  debt 
to  equity  ratio.  This  limitation  was  imposed  since  it  was  envisioned 
that  the  tax  deduction  on  investment  in  a  VIC  would  be  allowed  for  both 
debt  and  equity.  In  recognition  of  the  greater  risk  associated  with 
equity  participation  it  is  now  proposed  that  the  tax  deferral  be  allowed 
on  equity  only.  In  this  way  such  a  limiting  debt  to  equity  ratio  is 
unnecessary . 

TAX  PROPOSALS 

The  attached  legislation  establishes  a  system  of  registration 
for  Venture  Investment  Corporations  and  the  rules  by  which  a  VIC  must 
operate.  This  system  will  be  accompanied  by  changes  in  the  Ontario 
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Corporations  Tax  Act  which  will  provide  an  incentive  for  the  purchase  of 
VIC  shares.  These  proposed  amendments  were  briefly  outlined  in  the 
explanatory  notes  to  Bill  44  and  are  more  fully  described  below. 

The  principal  incentive  for  equity  investment  in  a  Venture 
Investment  Corporation  will  be  a  deferral  of  corporation  income  tax  on 
the  amount  of  that  investment.  In  Ontario,  where  a  12  per  cent  corporation 
tax  rate  applies,  a  dollar-for-dollar  deduction  from  taxable  income  would 
result  in  a  12  per  cent  deferral  and  this  is  considered  inadequate  to 
encourage  a  sufficient  flow  of  funds  into  VICs.  It  is  proposed  therefore 
that  a  corporation  purchasing  shares  of  the  VIC  will  be  permitted  to  deduct 
250  per  cent  of  this  investment  from  its  taxable  income.  In  this  manner 
the  corporate  investor  receives  a  tax  deferral  equal  to  30  per  cent  of  the 
amount  of  the  investment.  If  the  corporation's  investment  in  the  VIC  is 
transferred  or  redeemed,  250  per  cent  of  the  receipts  from  the  sales  or 
redemption  will  be  included  in  the  investor's  income  for  that  year,  up  to 
the  amount  of  the  original  investment.  Recoveries  in  excess  of  the  amount 
originally  invested  will  be  treated  in  the  hands  of  the  recipient  as 
capital  gains. 

It  is  also  proposed  that  the  VIC  be  tax  exempt,  thereby  allowing 
income  received  by  the  VIC  from  its  investments  in  small  businesses  to  be 
reinvested  tax  free.  If  such  income  is  not  reinvested  but  is  distributed 
to  the  VIC  shareholders,  it  would  be  taxed  as  interest  in  the  hands  of  the 
shareholders.  These  two  tax  proposals,  the  tax  deferral  for  VIC  investors 
and  the  tax-free  status  of  the  VIC,  are  designed  to  provide  a  sufficient 
incentive  for  the  investment  of  risk  capital  in  Venture  Investment 


Corporations . 


FEDERAL  POSITION 
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In  order  that  these  tax  proposals  for  an  Ontario  VIC  program  be 
effective,  the  Province  requires  cooperation  by  the  federal  government  in 
its  tax  treatment  of  VICs.  Amendments  are  required  to  the  federal  Income 
Tax  Act  in  order  to  accommodate  Ontario’s  VIC  incentive  and  eliminate 
potential  conflicts  in  federal  versus  provincial  tax  treatment.  We  have 
requested  such  assurance  from  the  federal  government  and  asked  for  specific 
confirmation  on  the  following  points: 


.  Ontario  proposes  that  income  received  by  a  VIC  be  tax  exempt 
at  federal  and  provincial  levels  until  distributed  to  its 
shareholders  in  order  to  encourage  retention  of  income  in  the 
VIC  for  reinvestment. 

.  Ontario  proposes  that  a  small  business  not  become  ineligible 
for  the  section  125  (federal  Income  Tax  Act)  deduction  simply 
by  virtue  of  a  VIC's  investment  through  the  enforcement  by 
Revenue  Canada  of  the  indirect  control  provisions  of  that 
section. 

.  In  order  to  maintain  as  much  neutrality  as  possible  between 

an  investment  in  a  VIC  and  any  other  investment,  Ontario  requests 
that  dividends  be  allowed  to  flow  tax  free  between  the  VIC 
investments  (small  businesses)  and  the  VIC  investors,  where 
these  are  taxable  Canadian  corporations. 

.  Ontario  wishes  to  ensure  that  the  Ontario  tax  deferral  on  the 
VIC  investment  will  not  adversely  affect  the  cost  base  of  the 
investment  for  capital  gains  tax  purposes. 


The  federal  government  has  replied  that  it  cannot  give  any  firm 
commitment  on  these  points  at  this  time.  The  Department  of  Finance  is 
presently  engaged  in  a  study  to  determine  whether  additional  tax  incentives 
are  appropriate  for  the  purpose  of  attracting  more  venture  capital.  However, 
the  tenor  of  the  federal  response  was  positive,  and  the  Province  is  hopeful 
that  in  the  near  future  the  Government  of  Canada  will  amend  its  tax  law  to 
permit  Ontario's  VIC  proposal  to  become  a  reality. 


APPENDIX  A 


Bill  44  has 

Federal  Government; 


Provincial 
Government ; 

Private  Sector 
Associations ; 


Corporations ; 


been  discussed  with  representatives  of  the  following: 


Department  of  Industry,  Trade  and  Commerce 
Department  of  Finance 

Department  of  Regional  and  Economic  Expansion 
Ministry  of  State  for  Science  and  Technology 


.  Province  of  Manitoba,  Department  of  Industry  and  Commerce 


.  Ontario  Chamber  of  Commerce 
.  Venture  Capital  Association  of  Canada 
.  Canadian  Bankers  Association 
.  Canadian  Federation  of  Independent  Business 
.  Metropolitan  Toronto  Board  of  Trade 
.  Canadian  Manufacturers'  Association 
.  Tax  Executives  Institute 


.  SB  Capital  Corporation  Ltd. 
.  Triarch  Corporation  Ltd. 

.  Traders  Group 
.  Guarantee  Trust 
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DRAFT 

THE  VENTURE  INVESTMENT 


CORPORATIONS  REGISTRATION  ACT 


Interpreta¬ 

tion 


l.-(l)  In  this  Act, 


R.S  .0 
c .  53 


(a_)  "articles  of  incorporation"  or  "articles"  means 

the  original  or  restated  articles  of  incorporation, 
articles  of  amalgamation,  letters  patent, 
supplementary  letters  patent,  a  special  Act  and 
any  other  instrument  by  which  a  corporation  is 
incorporated,  and  includes  any  amendments  thereto; 

(b)  "associate",  where  used  to  indicate  a  relationship 
with  any  person,  means, 

(i)  any  body  corporate  of  which  such  person 
beneficially  owns,  directly  or  indirectly, 
equity  shares  carrying  more  than  10  per 
cent  of  the  voting  rights  attached  to  all 
equity  shares  of  the  body  corporate  for 
the  time  being, 

(ii)  any  partner  of  that  person  acting  by  or 
for  the  partnership  of  which  they  are 
both  partners, 

(iii)  any  trust  or  estate  in  which  such  person 
has  a  substantial  beneficial  interest  or 
as  to  which  such  person  serves  as  trustee 
or  in  a  similar  capacity, 

(iv)  any  spouse,  parent,  son  or  daughter, 
brother  or  sister  of  that  person, 
or 

(v)  any  relative  of  such  person  or  of  his  spouse, 
other  than  a  relative  referred  to  in  sub¬ 
clause  iv,  who  has  the  same  home  as  such 
person; 

(c)  "body  corporate"  means  any  body  corporate  whether 

.1970  or  not  it  is  a  corporation  to  which  The  Business 

Corporations  Act  applies ; 

(d)  "certified  copy"  means, 

(i)  in  relation  to  a  document  of  a  body  corporate, 
a  copy  of  the  document  certified  to  be  a 
true  copy  under  the  seal  of  the  body 
corporate  and  signed  by  an  officer  thereof, 

(ii)  in  relation  to  a  document  issued  by  a  court, 
a  copy  of  the  document  certified  to  be  a 
true  copy  under  the  seal  of  the  court  and 
signed  by  the  registrar  or  clerk  thereof. 
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1970-71, 
c .  63 
(Can. ) 


(iii)  in  relation  to  a  document  in  the  custody  of 

the  Ministry,  a  copy  of  the  document  certified 
to  be  a  true  copy  under  the  seal  of  the 
Minister  and  signed  by  the  Minister  or  by  such 
officer  of  the  Ministry  as  is  designated  by 
the  regulations; 

(_e)  "corporation"  means  a  body  corporate  with  share 
capital  to  which  The  Business  Corporations  Act 
applies  ; 

(f )  "debt  obligation"  means  a  bond,  debenture,  note 
or  other  similar  obligation  of  a  body  corporate, 
whether  secured  or  unsecured; 

(&)  "director"  means  a  member  of  the  board  of 
directors  of  a  body  corporate  or  any  other 
individual  who  performs  functions  for  the  body 
corporate  similar  to  those  normally  performed 
by  an  individual  occupying  the  position  of 
director ; 

(h.)  "eligible  for  a  deduction  under  section  125  of 
the  Income  Tax  Act  (Canada)"  means  otherwise 
qualified  for  a  deduction  under  section  125  of 
the  Income  Tax  Act  (Canada) ,  notwithstanding 
that  no  deduction  was  allowed  under  that  section 
for  the  fiscal  year  by  reason  only  that  the  amount 
determined  under  paragraph  (a_)  or  (b)  of  subsection 
1  of  that  section  was  nil  for  that  fiscal  year; 

( i)  "eligible  investment"  means  an  investment  in  a  small 
business  that  complies  with  section  10; 

(j_)  "equity  share"  means  any  share  of  any  class  of 

shares  of  a  body  corporate  carrying  voting  rights 
under  all  circumstances  and  any  share  of  any  class 
of  shares  carrying  voting  rights  by  reason  of  the 
occurrence  of  any  contingency  that  has  occurred 
and  is  continuing; 

(k)  "investment"  means  the  purchase  or  acquisition  by 
a  venture  investment  corporation  of  the  securities 
of  a  small  business; 

(_1)  "Minister"  means  the  Minister  of  Consumer  and 

Commercial  Relations  or  such  other  member  of  the 
Executive  Council  to  whom  the  administration  of 
this  Act  may  be  assigned; 

(m)  "Ministry"  means  the  Ministry  of  the  Minister; 
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1970-71, 
c . 63 (Can . ) 


R.S. 0.1970, 
c.113 


(n_)  officer"  means  the  chairman  or  any  vice- 

chairman  of  the  board  of  directors,  the  president, 
any  vice-president,  the  secretary,  any  assistant 
secretary,  the  treasurer,  any  assistant  treasurer, 
the  general  manager,  or  any  other  person  designa¬ 
ted  an  officer  by  by-law  or  resolution  of  the 
directors  or  any  other  individual  who  performs 
functions  for  the  body  corporate  similar  to  those 
normally  performed  by  an  individual  occupying  any 
such  office; 

(o)  "prescribed"  means  prescribed  by  the  regulations; 

(p_)  "register"  means  the  register  under  this  Act; 

(q)  "regulations"  means  the  regulations  made  under  this 
Act ; 

(_r)  "related  person",  where  used  to  indicate  a  re¬ 
lationship  with  any  person,  means, 

(i)  any  spouse,  parent,  son  or  daughter, 
brother  or  sister  of  that  person, 

(ii)  any  relative  of  such  person  or  of  his 
spouse,  other  than  a  relative  referred 
to  in  subclause  i,  who  has  the  same 
home  as  such  person,  or 

(iii)  any  body  corporate  of  which  such  person 
and  any  of  the  persons  referred  to  in 
subclause  i  or  ii  or  the  partner  or 
employer  of  such  person,  either  alone  or 
in  combination  beneficially  owns,  directly 
or  indirectly,  equity  shares  carrying  more 
than  50  per  cent  of  the  voting  rights 
attached  to  all  equity  shares  of  a  body 
corporate  for  the  time  being  outstanding; 

(s)  "resident  Canadian"  means  an  individual  who  is  a 
Canadian  citizen  or  has  been  lawfully  admitted  to 
Canada  for  permanent  residence  and  who  is  ordinarily 
resident  in  Canada; 

(t)  "security"  means  any  share  of  any  class  of  shares 
or  any  debt  obligation  of  a  body  corporate; 

(u)  "small  business"  means  a  body  corporate  that,  with 
respect  to  its  fiscal  year,  was  eligible  for  a 
deduction  under  section  125  of  the  Income  Tax 

Act  (Canada) ; 

(v)  "Tribunal"  means  The  Commercial  Registration  Appeal 
Tribunal  established  under  The  Ministry  of  Consumer 
and  Commercial  Relations  Act; 
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Interpreta¬ 

tion: 

subsidiary 

body 

corporate 


Holding 

body 

corporate 


Affiliated 

body 

corporate 


Control 


(w)  "venture  investment  corporation"  means  a 
corporation  registered  under  this  Act; 

(2)  For  the  purposes  of  this  Act,  a  body  corporate  shall 

be  deemed  to  be  a  subsidiary  of  another  body  corporate  if, 

but  only  if, 

(a_)  it  is  controlled  by, 

(i)  that  other, 

(ii)  that  other  and  one  or  more  bodies 

corporate  each  of  which  is  controlled 
by  that  other,  or 

(iii)  two  or  more  bodies  corporate  each  of 
which  is  controlled  by  that  other; 
or 

(b.)  it  is  a  subsidiary  of  a  body  corporate  that  is 
that  other's  subsidiary. 

(3)  For  the  purposes  of  this  Act,  a  body  corporate  shall 
be  deemed  to  be  another's  holding  body  corporate  if,  but 
only  if,  that  other  is  its  subsidiary. 

(4)  For  the  purposes  of  this  Act,  one  body  corporate  shall 
be  deemed  to  be  affiliated  with  another  body  corporate  if, 
but  only  if,  one  of  them  is  the  subsidiary  of  the  other  or 
both  are  subsidiaries  of  the  same  body  corporate  or  each 

of  them  is  controlled  by  the  same  person. 

(5)  Unless  otherwise  prescribed,  a  body  corporate  shall 
be  deemed  to  be  controlled  by  another  person  or  by  two 

or  more  bodies  corporate  if,  but  only  if, 

(a)  shares  of  the  first-mentioned  body  corporate 
carrying  more  than  50  per  cent  of  the  votes 
for  the  election  of  directors  are  held,  other 
than  by  way  of  security  only,  by  or  for  the 
benefit  of  such  other  person  or  by  or  for  the 
benefit  of  such  other  bodies  corporate;  and 
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Calculation 
of  total 
number  of 
equity 
shares 


(b)  the  votes  carried  by  such  shares  are  sufficient 
if  exercised  to  elect  a  majority  of  the  board 
of  directors  of  the  first-mentioned  body 
corporate. 

(6)  In  calculating  the  total  number  of  equity  shares 
of  a  body  corporate  beneficially  owned  or  controlled, 
for  the  purposes  of  this  Act,  the  total  number  shall  be 
calculated  as  the  total  of  all  the  shares  actually  owned 
or  controlled,  but  each  share  that  carries  the  right  to 
more  than  one  vote  shall  be  calculated  as  the  number  of 


shares  equalling  the  total  number  of  votes  carried. 

Number  of  (7)  in  determining  the  number  of  shareholders  of  a  body 

shareholders 

corporate,  for  the  purposes  of  this  Act,  two  or  more 
persons  holding  the  same  share  or  shares  jointly  shall 
be  counted  as  one  shareholder. 

Issued  2.-(l)  Where  all  the  shares  of  a  corporation  are 

capital  : 

par  value  with  par  value,  its  issued  capital  shall  be  expressed  in 
shares 

Canadian  or  other  currency,  or  partly  in  one  currency  and 
partly  in  another,  and  is  an  amount  equal  to  the  total  of 
the  products  of  the  number  of  issued  shares  of  each  class 
multiplied  by  the  par  value  thereof  less  such  decreases  in 


R.S. 0.1970, 
c.53 


the  issued  capital  as  from  time  to  time  have  been  effected 
by  the  corporation  in  accordance  with  The  Business  Corporations 
Act. 


No  par 

value 

shares 


(2)  Where  the  shares  of  a  corporation  are  without  par 
value  or  where  part  of  its  shares  are  with  par  value  and  part 
are  without  par  value,  its  issued  capital  shall  be  expressed 
in  Canadian  or  other  currency,  or  partly  in  one  currency  and 
partly  in  another,  and  is  an  amount  equal  to  the  total 
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of  the  products  of  the  number  of  issued  shares  of  each 
class  with  par  value  multiplied  by  the  par  value  thereof, 
together  with  the  amount  of  the  consideration  for  which 
the  shares  without  par  value  from  time  to  time  outstanding 
were  issued  and  together  with  such  amounts  as  from  time  to 
time  by  by-law  of  the  corporation  may  be  transferred  thereto 
and  less  such  decreases  in  the  issued  capital  as  from  time 
to  time  have  been  effected  by  the  corporation  in  accordance 
with  The  Business  Corporations  Act. 


REGISTER 


Register  3.-(l)  The  Minister  shall  maintain  a  register  of  venture 

investment  corporations  in  which  he  shall  list  all 

corporations  registered  under  this  Act. 

Delegation  (2)  The  Minister  may  delegate  in  writing  any  of  his 

by 

Minister  duties  or  powers  under  this  Act  to  any  public  servant  in 
the  Ministry. 


REGISTRATION 


Registration  4 .  —  ( 1 )  A  corporation  may  apply  to  be  registered  under 
this  Act  by  delivering  to  the  Minister  a  proposal  in 
duplicate . 

Contents  (2)  A  proposal  shall  set  out: 

of 

proposal  1.  The  name  of  the  corporation. 

2.  The  location  of  the  head  office  of  the 

corporation  in  Ontario,  including  the  street 
and  number,  if  any. 
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3.  The  authorized  capital,  the  classes  of  shares, 
if  any,  into  which  it  is  to  be  divided,  the 
number  of  shares  in  each  class,  and  the  par 
value  of  each  share,  or,  where  the  shares  are 
without  par  value,  the  consideration,  if  any, 
exceeding  which  each  share  may  not  be  issued 
or  the  aggregate  consideration,  if  any, 
exceeding  which  all  other  shares  of  each  class 
may  not  be  issued. 

4.  The  issued  capital  of  each  class  of  shares, 
including  the  aggregate  consideration  therefor. 

5.  The  amounts  and  kinds  of  debt  obligations,  if 
any,  issued  by  the  corporation. 

6.  The  number  of  directors  of  the  corporation  and 
the  names  in  full  and  the  residence  addresses 
of  each,  giving  the  street  and  number,  if  any. 

7.  The  names  in  full  of  the  officers  of  the 
corporation  and  the  residence  addresses  of  each, 
giving  the  street  and  number,  if  any. 

8.  Any  other  matter  prescribed  to  be  set  out  in 
the  proposal. 

Articles  of 
incorporation 

Execution 
of 

proposal 


(3)  A  proposal  shall  be  accompanied  by  a  certified  copy 
of  the  corporation’s  articles  of  incorporation. 

(4)  The  proposal  shall  be  executed  under  the  seal  of 
the  corporation  and  signed  by  two  officers  or  one  director 
and  one  officer  of  the  corporation  and  certified  by 
affidavit  of  one  of  the  officers  or  directors  signing  the 
proposal . 


Conditions 

of 

registra¬ 

tion 


5 . — ( 1 )  No  corporation  shall  be  registered  under  this  Act 
unless , 

(a)  the  corporation  has  never  previously  carried 
on  business ; 


(b)  a  majority  of  the  directors  on  the  board  of  directors 
are  resident  Canadians; 


(c_)  the  corporation  has  objects  only  to  assist  in 
the  development  of  small  businesses  by, 

(i)  providing  capital  through  the 

acquisition  and  holding  of  shares  and 
notes,  bonds,  debentures  or  similar 
obligations,  and 

(ii)  providing  business  and  managerial 
expertise  to  small  businesses; 

(d_)  the  corporation  has  issued  and  outstanding  equity 
shares  of  a  value  of  $250,000  or  more;  and 

(e)  the  corporate  name  includes  the  words 
"venture  investment  corporation". 

Continuing  (2)  A  venture  investment  corporation  shall  at 

conditions 

all  times  comply  with  the  provisions  of  clauses  Id  and  c^ 
of  subsection  1. 

Use  of  (3)  No  corporation,  association,  partnership  or 

"venture 

investment  individual  not  being  a  corporation  registered  under  this  Act 
corporation" 

shall  use  in  Ontario,  without  the  consent  of  the  Minister, 
a  name  that  includes  the  words  "venture  investment 
corporation"  or  any  abbreviation  or  derivation  thereof, 
whether  or  not  the  word,  abbreviation  or  derivation  is  used 
in  or  in  connection  with  the  name. 

6 . — ( 1)  Subject  to  subsection  4,  a  corporation  is  entitled  to 

registration  by  the  Minister  except  where, 

(a.)  the  applicant  fails  to  comply  with  sections  4  and  5, 
as  the  case  may  be;  or 

(Id)  the  applicant  fails  to  file  the  material  required 
by  this  Act  or  the  regulations. 

(2)  Subject  to  section  8,  the  Minister  may  refuse  to 

register  a  corporation  where  in  the  Minister’s  opinion  the 


Registra¬ 

tion 


Refusal 

to 

register 


applicant  is  disentitled  to  registration  under  subsection  1. 
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Revocation  (3)  Subject  to  section  8,  the  Minister  may  revoke  a 

of 

registra-  registration  where  the  registrant  fails  to  comply  with 
tion 

any  provision  of  this  Act  or  the  regulations. 


Minister  (A)  Where  the  Minister  is  of  the  opinion  that  the  number 

may  suspend 

further  of  corporations  registered  under  this  Act  is  sufficient 

registra¬ 
tions  to  meet  the  objectives  of  this  Act  or  where  he  is  of  the 

opinion  that  it  is  in  the  public  interest  to  do  so, the 
Minister  may,  subject  to  the  approval  of  the  Lieutenant 
Governor  in  Council,  by  order,  suspend  the  further  registra¬ 
tion  of  corporations  under  this  Act  for  such  period  of  time 
as  is  specified  in  the  order. 


Registra-  7. -If  a  corporation  complies  with  sections  A  and  5,  the 
tion 

Minister  shall,  when  all  prescribed  fees  have  been  paid, 


(a)  endorse  on  each  duplicate  of  the  proposal  the 

word  "Registered"  and  the  day,  month  and  year  of 
the  registration  thereof; 

(_b)  file  one  of  the  duplicates  in  his  office; 

(c)  place  the  name  of  the  corporation  in  the  register  of 
venture  investment  corporations;  and 

(d_)  issue  to  the  registrants,  a  certificate  of  registration 
to  which  he  shall  affix  the  other  duplicate. 


Notice 
of  pro¬ 
posal 
to  re¬ 
fuse 
or 

revoke 


8 . — (1 )  Where  the  Minister  proposes  to  refuse  to  grant  or 
proposes  to  revoke  a  registration,  he  shall  serve  notice  of  his 
proposal,  together  with  written  reasons  therefor,  on  the  applicant 
or  registrant. 
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Notice 

requiring 

hearing 


Powers  of 
Minister 
where  no 
hearing 


Powers 

of 

Tribunal 

where 

hearing 


Conditions 

of 

order 


Parties 


(2)  A  notice  under  subsection  1  shall  inform  the  applicant 
or  registrant  that  he  is  entitled  to  a  hearing  by  the  Tribunal 
if  he  mails  or  delivers,  within  fifteen  days  after  the  notice 
under  subsection  1  is  served  on  him,  notice  in  writing  requiring 
a  hearing  to  the  Minister  and  the  Tribunal,  and  he  may  so  require 
such  a  hearing. 

(3)  Where  an  applicant  or  registrant  does  not  require  a 
hearing  by  the  Tribunal  in  accordance  with  subsection  2,  the 
Minister  may  carry  out  the  proposal  stated  in  his  notice  under 
subsection  1. 

(4)  Where  an  applicant  or  registrant  requires  a  hearing  by 
the  Tribunal  in  accordance  with  subsection  2,  the  Tribunal 
shall  appoint  a  time  for  and  hold  the  hearing  and,  on  the 
application  of  the  Minister  at  the  hearing,  may  by  order 
direct  the  Minister  to  carry  out  his  proposal  or  refrain 
from  carrying  out  his  proposal  and  to  take  such  action  as 

the  Tribunal  considers  the  Minister  ought  to  take  in  accordance 
with  this  Act  and  the  regulations,  and  for  such  purposes  the 
Tribunal  may  substitute  its  opinion  for  that  of  the  Minister. 

(5)  The  Tribunal  may  attach  such  terms  and  conditions  to 
its  order  or  to  the  registration  as  it  considers  proper  to 
give  effect  to  the  purposes  of  this  Act. 

(6)  The  Minister,  the  applicant  or  the  registrant  who  has 
required  the  hearing  and  such  other  persons  as  the  Tribunal 
may  specify  are  parties  to  the  proceedings  before  the  Tribunal 


under  this  section. 
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Voluntary 

cancella¬ 

tion 


(7)  Notwithstanding  subsection  1,  the  Minister  may 
cancel  a  registration  upon  the  request  in  writing  of  the 
registrant  in  the  prescribed  form  surrendering  its  registration. 


Order 
effective , 
stay 

R.S. 0.1970, 
c.  113 


(8)  Notwithstanding  that  an  applicant  or  registrant  appeals 
from  an  order  of  the  Tribunal  under  section  9b>  of  The  Ministry 
of  Consumer  and  Commercial  Relations  Act,  the  order  takes  effect 


immediately,  but  the  Tribunal  may  grant  a  stay  until  disposition 


of  the  appeal. 

Requisite  9 . — ( 1 )  In  each  fiscal  year,  a  venture  investment  corporation  shall 
value  of 

equity  maintain  issued  and  outstanding  equity  shares  of  a  value  that  is  not 
shares 

less  than  the  requisite  value  of  issued  and  outstanding  equity  shares. 
Idem  (2)  For  the  purposes  of  subsection  1,  the  requisite  value  of 

issued  and  outstanding  equity  shares  of  a  venture  investment 


corporation  is, 

(a)  $250,000  or  more  during  its  first  fiscal  year; 

(b)  $350,000  or  more  prior  to  the  end  of  its  second 
fiscal  year; 

(c)  $500,000  or  more  prior  to  the  end  of  its  third 
fiscal  year; 

(d)  $750,000  or  more  prior  to  the  end  of  its  fourth 
fiscal  year; 

(e)  $750,000  or  more  during  each  subsequent  fiscal 
year. 

Minimum  (3)  Prior  to  the  end  of  its  first  fiscal  year,  a  venture 

percen¬ 
tage  of  investment  corporation  shall  have  invested  at  least  60  per  cent 
eligible 

invest-  of  the  requisite  value  of  its  issued  and  outstanding  equity 
ments 

shares  in  eligible  investments. 
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Idem 


Idem 


Idem 


Idem 


Fiscal 

year 


(4)  Prior  to  the  end  of  its  second  fiscal  year,  a  venture 
investment  corporation  shall  have  invested  at  least  80  per  cent 
of  the  requisite  value  of  its  issued  and  outstanding  equity 
shares  in  eligible  investments. 

(5)  Prior  to  the  end  of  its  third  fiscal  year,  a  venture 
investment  corporation  shall  have  invested  an  average  of 

80  per  cent,  calculated  on  the  last  day  of  each  month  of  its 
fiscal  year,  of  the  requisite  value  of  its  issued  and  outstanding 
equity  shares  in  eligible  investments. 

(6)  After  the  end  of  its  third  fiscal  year,  a  venture 
investment  corporation  shall  at  all  times  maintain  an  average 
of  80  per  cent,  calculated  on  the  last  day  of  each  month  of  the 
immediately  preceding  twelve  months,  of  the  requisite  value  of 
its  issued  and  outstanding  equity  shares  in  eligible  investments. 

(7)  If  at  any  time  a  venture  investment  corporation  has  issued 
and  outstanding  equity  shares  of  a  value  in  excess  of  the  requisite 
value  provided  for  in  subsection  2,  such  venture  investment 
corporation  shall  maintain  at  least  80  per  cent  of  such  excess 

in  eligible  investments. 

(8)  A  venture  investment  corporation  shall  have  a  fiscal  year 
that  commences  upon  the  date  of  its  registration  under  this  Act 
and  ends  upon  the  anniversary  of  the  date  of  its  registration. 


13 


ELIGIBLE  INVESTMENTS 

Eligible  10. -(1)  An  investment  shall  be  an  eligible  investment  if,  but 

invest¬ 
ments  only  if, 

(a_)  the  investment  is  made  in  a  small  business  in  Ontario  in 
which  90  per  cent  or  more  of  its , 

(i)  assets  are  situate  in  Ontario,  and 

(ii)  wages  and  salaries  are  paid  to  residents  of 
Ontario ; 

(b_)  the  investment  is  not  used  by  the  small  business  for  the 
purpose  of, 

(i)  relending, 

(ii)  investment  in  land  except  such  land  as  is 

incidental  and  ancillary  to  the  principal  objects 
of  the  small  business,  or 

(iii)  reinvestment  outside  of  Canada; 

(c)  the  number  of  equity  shares  taken  by  the  venture  investment 
corporation  in  the  small  business,  or  any  affiliated  body 
corporate  of  such  small  business,  in  which  the  venture 
investment  corporation  invests  does  not  at  any  time 
exceed  40  per  cent,  determined  in  the  manner  prescribed 

by  subsection  2,  of  all  issued  and  outstanding  equity 
shares  of  such  small  business; 

(d)  the  investment  is  made  in  a  small  business  in  which, 

(i)  the  total  number  of  equity  shares  of  the 

body  corporate  beneficially  owned,  directly 
or  indirectly,  by  non-residents  over  which 
non-residents  exercise  control  or  direction 
does  not  exceed  25  per  cent  of  the  total  number 
of  issued  and  outstanding  equity  shares  of  the 
body  corporate,  or 
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(ii)  the  total  number  of  equity  shares  of  the 

body  corporate  beneficially  owned,  directly 
or  indirectly,  by  a  non-resident  or  over  which 
he  exercises  his  control  or  discretion,  together 
with  other  shareholders  associated  with  him, 
if  any,  does  not  exceed  10  per  cent  of  the  total 
number  of  issued  and  outstanding  equity  shares 
of  the  body  corporate;  and 

(e)  the  small  business  or  investment  is  not  of  the  type 
prescribed  by  the  regulations. 


(2)  In  determining  the  percentage  of  issued  and  outstanding  equity 

shares  of  a  small  business  for  the  purposes  of  clause  <z  of 

subsection  1,  there  shall  be  included* 

(a_)  the  number  of  equity  shares  into  which  any  debt  obligation 
of  such  small  business  may  be  converted; 

(b)  any  option  or  right  to  purchase  equity  shares  of  such  small 
business;  and 

(c_)  any  equity  shares,  convertible  debt  obligations  and  any 

options  or  rights  of  such  small  business  beneficially  owned 
or  held  by  an  associate  of  the  venture  investment  corporation, 
any  shareholder  of  it,  or  an  associate  or  affiliated  body 
corporate  of  either  of  them. 

In-  II. -(1)  A  venture  investment  corporation  shall  maintain  its  assets  in, 
vest¬ 
ments  (a)  eligible  investments; 

(b)  liquid  reserves ; 

(c)  securities  that  were  eligible  investments  at 
the  time  they  were  acquired  by  such  venture 
investment  corporation;  or 

(d)  such  other  assets  as  may  be  prescribed. 

Organiz-  (2)  The  Minister  may  prescribe  the  kinds  of  expenses  that  a  venture 
ation, 

etc.,  investment  corporation  may  claim  in  the  organization,  promotion  and 
ex¬ 
penses  operation  of  its  business  and  affairs  and  may  impose  limits  thereon. 


Manner  of 
determin¬ 
ing 

percent¬ 

age 

of 

equity 

shares 
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Liquid  (3)  Assets  of  the  corporation  not  invested  in  eligible 

reserves 


investments  but  maintained  in  liquid  reserves  may  be 

deposited  from  time  to  time  in  any  chartered  bank  to  which 

R.S.C.1970,  the  Bank  Act  (Canada)  applies,  or  in  any  trust  company  or 
c.B-1 

R.S. 0.1970,  loan  corporation  that  is  registered  under  The  Loan  and  Trust 


c.  254 


Interpre¬ 

tation 


Corporations  Act,  or  with  the  Province  of  Ontario  Savings 
Office  or  in  such  other  investments  as  may  be  prescribed, 
upon  such  terms  and  conditions  and  for  such  period  as  the 
corporation  considers  expedient. 

12. -(1)  In  this  section  and  in  clause  d  of  subsection  1  of 


section  10, 

(a)  "body  corporate"  includes  an  association,  partnership 
or  other  organization; 


(b)  "non-resident"  means, 

(i)  an  individual  who  is  not  a  resident  Canadian, 

(ii)  a  body  corporate  incorporated,  formed  or 

otherwise  organized  elsewhere  than  in  Canada, 

(iii)  a  body  corporate  that  is  controlled  directly 
or  indirectly  by  non-residents  as  defined 
in  subclause  i  or  ii, 

(iv)  a  trust  established  by  a  non-resident  as  defined 
in  subclause  i,  ii  or  iii,  or  a  trust  in  which 
non-residents  as  so  defined  have  more  than  50 
per  cent  of  the  beneficial  interest,  or 

(v)  a  body  corporate  that  is  controlled  directly 
or  indirectly  by  a  trust  mentioned  in  sub¬ 
clause  iv; 


(c)  "resident"  means  an  individual,  body  corporate  or 
trust  that  is  not  a  non-resident. 
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Idem  (2)  For  the  purpose  of  clause  6_  of  subsection  1  of 

section  10,  a  shareholder  shall  be  deemed  to  be  associated 
with  another  shareholder  if, 

(a.)  one  shareholder  is  a  body  corporate  of  which 

the  other  shareholder  is  an  officer  or  director; 

(b)  one  shareholder  is  a  partnership  of  which  the 
other  shareholder  is  a  partner; 

(c)  one  shareholder  is  a  body  corporate  that  is 
controlled  directly  or  indirectly  by  the  other 
shareholder ; 

(d_)  both  shareholders  are  bodies  corporate  and  one 
shareholder  is  controlled  directly  or  indirectly 
by  the  same  individual  or  body  corporate  that 
controls  directly  or  indirectly  the  other  share¬ 
holder  ; 

(e)  both  shareholders  are  members  of  a  voting  trust 
where  the  trust  relates  to  shares  of  a  body 
corporate;  or 

(f)  both  shareholders  are  associated  within  the  meaning 
of  clauses  a  to  e  with  the  same  shareholder. 


Prohibited  13. -(1)  A  venture  investment  corporation  shall  not  invest 
invest¬ 
ments  in  a  small  business  if, 

(a)  any  of  the  shares  of  such  small  business  are 
held  by, 

(i)  a  major  shareholder  or  an  associate 
thereof  of  the  venture  investment 
corporation, 

(ii)  an  officer  or  director  or  an 
associate  thereof  of  a  venture 
investment  corporation  or  an  officer 
or  director  or  an  associate  thereof 
of  a  major  shareholder  of  the  venture 
investment  corporation,  or 

(iii)  a  voting  trust  where  the  trust  relates 
to  the  shares  of  the  venture  investment 
corporation;  or 


,  • 

' 
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(b)  such  small  business  is  a  subsidiary,  a  holding 
~  body  corporate  or  affiliated  body  corporate 
of  the  venture  investment  corporation. 

Interpreta-  (2)  In  this  section,  aMmajor  shareholder"means  a  person 
tion 

who  holds  10  per  cent  or  more  of  the  voting  rights  attached 
to  all  equity  shares  of  the  venture  investment  corporation 
for  the  time  being  outstanding. 

Restrict-  14.  In  making  an  eligible  investment,  no  venture  investment 
ion  on 

security  corporation  shall,  at  any  time,  require,  either  directly  or 

indirectly,  the  personal  guarantee  of  any  person  or  the  giving 

of  a  charge,  mortgage,  hypothec,  pledge  or  like  secured 

interest  in  the  assets  of  any  individual. 

Restrict-  15. -(1)  Except  where  a  venture  investment  corporation  is 
ion  on 

invest-  widely  held,  it  shall  not  invest  in  a  small  business  if  the 
ment 

proceeds  of  that  investment  are  used  or  are  intended  to  be 

used,  in  whole  or  in  part,  to  finance  the  purchase  or  sale 

of  goods  or  services  provided  to  such  small  business  through 

any  shareholder  of  the  venture  investment  corporation  or  any 

associate  or  affiliated  body  corporate  of  such  shareholder. 

Inter-  (2)  For  the  purposes  of  subsection  1,  a  widely  held 

pre- 

tation  venture  investment  corporation  is  one  having  five  or  more 

shareholders,  each  holding  not  more  than  20  per  cent  of 

the  issued  and  outstanding  equity  shares  of  that  corporation. 

Material  16. -(1)  In  this  section,  a  material  change  occurs  if, 
change 

but  only  if,  the  investment  of  a  venture  investment  corporation 


ceases  to  be, 
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(a)  a  small  business;  or 

(b)  an  eligible  investment. 

(2)  A  venture  investment  corporation  shall  notify,  in  the 
prescribed  form,  the  Minister  of  any  material  change  in  any 

of  its  investments  within  thirty  days  of  the  occurrence  thereof. 

(3)  Where  there  is  a  material  change,  the  investment  by  a 
venture  investment  corporation  shall  remain  an  eligible  investment, 
notwithstanding  any  other  provision  of  this  Act,  for  a  period  of 
two  years  from  the  date  of  the  material  change. 

17.  -(1)  No  securities  and  no  option  or  right  to  acquire  securities 
of  a  small  business  or  of  a  body  corporate  that  has  ceased  to  be  a 
small  business  or  an  eligible  investment  shall  be  transferred  or 
granted  by  a  venture  investment  corporation  without  first  granting 
to  the  holders  of  the  equity  shares  of  such  small  business  or 
body  corporate  the  right  to  acquire  the  whole  or  any  part  of  such 
securities,  option  or  right  upon  the  same  terms  and  conditions. 

(2)  Only  a  holder  of  equity  shares  that  is  not  a  venture 
investment  corporation  may  exercise  the  right  to  acquire 
securities,  options  or  rights  under  subsection  1. 

18.  Where  the  Minister  is  of  the  opinion  that  the  venture  invest¬ 
ment  corporation  or  its  security  holders  are  conducting  their 
business  and  affairs  primarily  so  as  to  avoid  payment  of  taxes, 
in  a  manner  that  is  contrary  to  the  spirit  and  intent  of  this 
Act,  the  Minister  may,  subject  to  section  8,  revoke  the 
registration  of  the  venture  investment  corporation. 
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No  public  19. -(1)  No  corporation  registered  under  this  Act  shall  offer 
offering 

its  securities  to  the  public. 

Interpre-  (2)  For  the  purposes  of  this  Act,  a  corporation  is 

tation 

offering  its  securities  to  the  public  only  where, 

(a.)  in  respect  of  any  of  its  securities  a  prospectus, 
statement  of  material  facts  or  securities 
exchange  takeover  bid  circular  has  been  filed 
under  The  Securities  Act  or  any  predecessor 
thereof  or  in  respect  of  which  a  prospectus  has 
been  filed  under  The  Corporations  Information 
Act,  1971  or  any  predecessor  thereof,  so  long 
as  any  of  such  securities  are  outstanding  or  any 
securities  into  which  such  securities  converted 
are  outstanding;  or 

(b)  any  of  its  shares  are  listed  and  posted  for 
trading  on  any  stock  exchange  in  Ontario 
recognized  by  the  Commission, 

except  that  where,  upon  the  application  of  a  corporation  that 

has  fewer  than  fifteen  security  holders,  the  Commission  is 

satisfied,  in  its  discretion,  that  to  do  so  would  not  be 

prejudicial  to  the  public  interest,  the  Commission  may  order, 

subject  to  such  terms  and  conditions  as  the  Commission  may 

impose,  that  the  corporation  shall  be  deemed  to  have  ceased 

to  be  offering  its  securities  to  the  public. 

Interpre-  (3)  For  the  purposes  of  this  section,  "Commission", 

means  the  Ontario  Securities  Commission. 

20.  Notwithstanding  the  provisions  of  section  167  of  The 
of 

Business  Corporations  Act, every  venture  investment  corporation 
shall  comply  with  the  provisions  of  sections  168  and  169, 
subsection  1  to  4  of  section  170  and  section  171  and  clause  c_ 
of  subsection  1  and  subsection  3  of  section  172  of  that  Act  in 


tation 


Appli¬ 
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21.  Within  sixty  days  of  the  date  to  which  it  is  made  up, 

a  venture  investment  corporation  shall  file  with  the  Minister  its 
financial  statements  and  the  auditor's  report  thereon. 

INFORMATION 

22.  -(1)  Within  sixty  days  after  each  anniversary  of  the  date  of 
its  registration,  every  venture  investment  corporation  shall  make 
out,  verify  and  file  with  the  Minister,  a  return  in  the  prescribed 
form  setting  out,  as  of  its  anniversary  date,  the  information 
required  by  such  return. 

(2)  Where  shares  of  a  class  are  donated  to,  redeemed,  purchased, 
accepted  or  surrendered  or  converted  by  a  venture  investment 
corporation,  the  venture  investment  corporation  shall,  within 
thirty  days  of  the  date  in  which  the  donation,  redemption, 
purchase,  surrender  or  conversion  is  effected,  file  with  the 
Minister  a  notice  setting  out, 

(a)  the  number  of  shares  of  the  class  donated, 
redeemed,  purchased,  surrendered  or  converted; 

(b)  the  number  of  shares  of  the  class  cancelled; 

(c)  the  number  and  class  or  classes  of  shares  into 
which  the  shares  were  converted;  and 

(d)  the  date  on  which  the  donation,  redemption, 
purchase,  surrender  or  conversion  was  effected. 

(3)  The  Minister  may,  in  his  discretion,  enlarge  the  time 
for  filing  any  notice  or  return  under  this  section. 
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23.  -(1)  A  venture  investment  corporation  shall  at  all  times 
maintain  a  record  of  all  amounts  of  money  or  any  other  consideration 
received  from  any  small  business  and  shall  indicate  in  such  record 
the  purpose  for  which  the  money  or  other  consideration  was  received. 

(2)  Within  thirty  days  after  each  anniversary  of  the  date 
of  its  registration,  every  venture  investment  corporation  shall  file 
with  the  Minister  a  copy  of  the  records  maintained  under  sub¬ 
section  1. 

24.  -(1)  Within  thirty  days  of  acquiring  or  selling  an  eligible 
investment,  a  venture  investment  corporation  shall  notify  the 
Minister  in  the  prescribed  form  of  such  acquisition  or  sale. 

(2)  The  Minister  shall  maintain  a  file  in  respect  of  each 
venture  investment  corporation  in  which  there  shall  be  recorded 
particulars  of  all  eligible  investments  held  by  the  venture 
investment  corporation. 

(3)  The  Minister  or  any  employee  of  the  Ministry  shall  not 
disclose  information  contained  in  a  file  or  return  under  this 
section,  or  section  20,  except  where  the  disclosure  is  necessary 
for  the  administration  or  enforcement  of  this  Act  or  The 
Corporations  Tax  Act,  1972,  or  where  the  disclosure  is  required  by 
a  court  or  the  Tribunal  for  the  purposes  of  an  action,  prosecution 
or  proceeding. 

(4)  Upon  the  request  of  either  the  venture  investment 
corporation  or  the  Minister  of  Revenue,  where  the  information  is 
required  for  the  administration  or  enforcement  of  The  Corporations 
Tax  Act,  1972,  the  Minister  may  issue  to  such  venture  investment 
corporation  or  the  Minister  of  Revenue,  a  certificate  as  to 
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registration  under  this  Act  or  as  to  particulars  of  eligible 
investments  held  by  such  venture  investment  corporation  during 
the  period  of  time  specified  in  the  certificate. 

25.  -(1)  Where  this  Act  requires  or  authorizes  the  Minister  to 
issue  a  certificate  or  to  certify  any  fact,  the  certificate  shall 
be  issued  under  the  seal  of  the  Minister  and  shall  be  signed  by 
him  or  by  such  officer  of  the  Ministry  as  is  designated  by  the 
Minister. 

(2)  Any  certificate  purporting  to  be  under  the  seal  of 
the  Minister  and  signed  by  a  person  authorized  by  or  under 
subsection  1,  or  any  certified  copy,  is  receivable  in  evidence  in 
any  action,  prosecution  or  other  proceedings  as  prima  facie  proof 
of  the  facts  so  certified  without  proof  of  the  seal  or  the 
signature  or  the  official  position  of  the  person  appearing  to  have 
signed  the  certificate. 

26.  -(1)  The  Minister  may  at  any  time  by  notice  require  any 
venture  investment  corporation  to  file  within  the  time  specified 
in  the  notice  a  return  upon  any  subject  connected  with  its  affairs 
and  relevant  to  the  administration  or  enforcement  of  this  Act. 

(2)  The  Minister  or  any  employee  of  the  Ministry  shall 
not  disclose  information  contained  in  a  return  made  under 
subsection  1,  except  where  the  disclosure  is  necessary  for  the 
administration  or  enforcement  of  this  Act  or  The  Corporations 
Tax  Act,  1972,  or  where  the  disclosure  is  required  by  a  court  or 
the  Tribunal  for  the  purposes  of  an  action,  prosecution  or 


proceeding . 
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27.  A  venture  investment  corporation  that  enters  into  a 
management  agreement  shall  file  with  the  Minister  a  copy  of  the 
agreement,  together  with  any  amendments  thereto,  within  thirty 
days  after  the  making  of  the  agreement  or  amendment. 

OFFENCES 

28.  -(1)  Every  person  who  makes  or  assists  in  making  a  state¬ 
ment  in  any  document  required  by  or  for  the  purposes  of  this  Act 
or  the  regulations  that,  at  the  time  and  in  the  light  of  the 
circumstances  under  which  it  was  made,  is  false  or  misleading 

in  respect  of  any  material  fact  or  that  omits  to  state  any 
material  fact  the  omission  of  which  makes  the  statement  false  or 
misleading  is  guilty  of  an  offence  and  on  summary  conviction  is 
liable  to  a  fine  of  not  more  than  $2,000  or  if  such  person  is 
a  corporation  to  a  fine  of  not  more  than  $20,000. 

(2)  No  person  is  guilty  of  an  offence  under  subsection  1 
if  he  did  not  know  that  the  statement  was  false  or  misleading 
and  in  the  exercise  of  reasonable  diligence  could  not  have 
known  that  the  statement  was  false  or  misleading. 

29.  -(1)  Every  person  who,  while  employed  in  the  administration 
of  this  Act,  has  communicated  or  allowed  to  be  communicated  to 

a  person  not  legally  entitled  thereto  any  information  obtained 
under  this  Act,  or  has  allowed  any  such  person  to  inspect  or  to 
have  access  to  any  written  statement  furnished  under  this  Act 
is  guilty  of  an  offence  and  on  summary  conviction  is  liable  to 
a  fine  of  not  more  than  $2,000. 
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(2)  Subsection  1  does  not  apply  to  the  communication 
of  information  among  the  Minister  and  the  Minister  of 
Revenue  and  the  Treasurer  of  Ontario  and  Minister  of 
Economics  and  Intergovernmental  Affairs. 

30.  The  Minister  or  any  person  designated  by  him  in 
writing  may  during  normal  business  hours  enter  upon  the 
business  premises  of  the  registrant  to  make  an  inspection 

to  ensure  that  the  provisions  of  this  Act  and  the  regulations 
relating  to  registration  and  the  maintenance  of  records 
are  being  complied  with. 

31.  -(1)  Upon  an  inspection  under  section  30,  the  person 
inspecting , 

(a)  is  entitled  to  free  access  of  all  books  of 
account,  cash,  documents,  bank  accounts,  vouchers, 
correspondence  and  records  of  every  description 

of  the  venture  investment  corporation  being 
inspected ; 

(b)  may,  upon  giving  a  receipt  therefor,  remove 
any  material  referred  to  in  clause  a.  that 
relates  to  the  purpose  of  the  inspection  for  the 
purpose  of  making  a  copy  thereof,  providing  that 
such  copying  is  carried  out  with  reasonable 
dispatch  and  the  material  in  question  is  promptly 
thereafter  returned  to  the  person  being 
inspected , 

and  no  person  shall  obstruct  the  person  inspecting  or 
withhold  or  destroy,  conceal  or  refuse  to  furnish  any 
information  or  thing  required  by  the  person  inspecting 
for  the  purposes  of  the  inspection. 
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(2)  Any  copy  made  as  provided  in  subsection  1  and 
purporting  to  be  certified  by  an  inspector  is 
admissible  in  evidence  in  any  action,  proceeding  or 
prosecution  as  being  of  actual  proof  of  the  original. 

(3)  Every  person  who  contravenes  subsection  1  is 
guilty  of  an  offence  and  on  summary  conviction  is  liable 
to  a  fine  of  not  more  than  $2,000,  or  if  such  person 

is  a  corporation,  to  a  fine  of  not  more  than  $20,000. 

32.  The  Minister  may  require  any  fact  relevant  to  the 
performance  of  his  duties  under  this  Act  or  the  regulations 
to  be  verified  by  affidavit  or  otherwise. 

33.  The  Lieutenant  Governor  in  Council  may  make 
regulations , 

(a.)  requiring  the  payment  of  fees  for  any  matter 
required  to  be  done  in  the  administration  of 
this  Act  and  prescribing  the  amounts  thereof; 

(b)  designating  officers  of  the  Ministry  who  may 
sign  certificates  for  the  purposes  of 
section  26; 

(c)  prescribing  the  particulars  that  the  Minister 
shall  maintain  in  the  register  of  venture 
investment  corporations; 

(d)  prescribing  forms  and  providing  for  their  use; 

(e)  requiring  any  person  to  make  information 
returns  respecting  any  class  of  information 
required  in  assessing  compliance  with  this  Act; 

(f)  authorizing  a  designated  officer  or  class  of 
officers  employed  by  the  Government  of  Ontario 
to  exercise  powers  or  perform  duties  of  the 
Minister  under  this  Act; 

(£)  defining  any  word  or  expression  used  in  this 

Act  that  has  not  already  been  expressly  defined 
in  this  Act ; 
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(h_)  prescribing  the  manner  in  which  any 

calculation  under  section  9  is  to  be  made; 

(i)  prescribing  the  manner  and  any  conditions 
upon  which  a  right  of  purchase  may  be 
exercised  under  section  17 ; 

(j_)  prescribing  any  matter  required  by  this  Act 
to  be  prescribed  by  the  regulations. 

34.  This  Act  comes  into  force  on  a  day  to  be  named 
by  proclamation  of  the  Lieutenant  Governor. 

35.  This  Act  may  be  cited  as  The  Venture  Investment 
Corporations  Registration  Act. 
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